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DIVISION OF ENFORCEMENT"’S
MOTION FOR PARTIAL SUMMARY
DISPOSITION AS TO RESPONDENTS
DAVID S. HALL P.C. D/B/A THE HALL
GROUP CPAS AND DAVID S. HALL, CPA
AND BRIEF IN SUPPORT

Pursuant to Rule 250 of the Commission’s Rules of Practice (“Rules of Practice™), the

Division of Enforcement (“Division”) of the United States Securities and Exchange Commission

(“Commission”) moves for partial summary disposition of this action as to Respondents David S.

Hall, P.C. d/b/a The Hall Group CPAs (“THG”) and David S. Hall, CPA, because there exists no

genuine issue with regard to any material fact and the Division is entitled to partial summary

disposition as a matter of law. 17 C.F.R. § 201.250(b).

I

INTRODUCTION

The key questions for this motion are:

(1) whether THG and Hall lacked independence when providing audit services for

certain clients;

(2) whether THG and Hall conducted audits and reviews in accordance with

PCAOB standards; and

'.“')



(3) whether Hall, as CFO of DynaResource, allowed the company’s interim
financial statements to be reviewed by an accountant that lacked
independence.

Because the answers are “Yes,” THG willfully violated, and Hall willfully aided and
abetted THG’s violation of, Section 2-02(b)(1) of Regulation S-X; THG and Hall caused their
clients’ violations of Section 13(a) of the Exchange Act and Rules 13a-1 a’nd 13a-13 thereunder;
and Hall violated Rule 13a-14 of the Exchange Act and caused DynaResource’s violation of
Section 13(a) and Rule 13a-13. Based on these violations, THG and Hall should be ordered to
cease and desist from these violations, assessed civil penalties, and permanently barred from
appearing or practicing before the Commission for their improper professional conduct and for
willfully violating, or willfully aiding and abetting violations of, the federal securities laws.

IL
PROCEDURAL BACKGROUND

This proceeding was instituted on April 26, 2016, pursuant to Sections 4C and 21C of the
Exchange Act and Rule of Practice 102(e). The Respondents were properly served with the OIP.
Respondent Michelle Helterbran Cochran filed her response on or about May 24, 2016.
Respondent Cisneros filed her response on May 31, 2016. Respondents THG and Hall filed a joint
response on June 16, 2016. The Division provided its entire non-privileged investigative file to the
Respondents for inspection. The Court granted the Division’s request to file the instant motion for
summary disposition in its May 25, 2016 Order Following Prehearing Conference.

IIL.
ADMITTED AND UNDISPUTABLE FACTS

David S. Hall is a CPA licensed in Texas. Hall Respondents’ Answer to the Order

Instituting Public Administrative and Cease and Desist Proceeding (“Hall Response”), at § 2.
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Hall owns 100% of David S. Hall, P.C., a Texas corporation which was licensed to practice public
accountancy in Texas as The Hall Groups CPAs from April 5, 2006, through May 31, 2014. Id., at
99 1-2. From April 2006 until February 2012, Hall was the firm’s sole partner. Id., at §21.

Because he was the firm’s sole partner, Hall provided audit services for multiple clients
for extended periods. For example, Hall served as the lead auditor for Surface Coatings, Inc.
from 2006 through 2010. See Declaration of David Whipple (“Whipple Dec.”), attached hereto
as Exhibit A, at | 19-22 and Exhibits 18-21. He served as the lead auditor for Latitude 360 f/k/a
Kingdom Koncrete, Inc. (“Latitude 360”) from 2005 to 2010. Whipple Dec., at 1§ 7-11 and
Exhibits 6-10. Finally, he served as lead partner for 360 Global Investments, Inc. f/k/a 360
Global Wine, Inc. (“360 Global”) from 2005 to 2009. Whipple Dec., at 9 2-6 and Exhibits 1-5.

In February 2012, Hall made Michelle Helterbran Cochran a partner of the firm
specifically to address partner rotation issues. Hall Response, at §21; Whipple Dec., at § 24 and
Exhibit 23. On November 20, 2012, in response to a December 5, 2011 PCAOB final inspection
report, Hall acknowledged in section 3 of his response, titled “Independence,” that he had served
as the lead engagement partner for an issuer “for five consecutive balance sheets and for the first
quarter of the sixth year.” Whipple Dec., at § 24 and Exhibit 23. He later said that “the firm has
added another partner [Helterbran] in order to address partner rotation after the fifth year and has
developed a log ... to ensure that appropriate partner rotation occurs.” /d.

After Helterbran was named partner, she began serving as lead partner for Surface
Coatings, Latitude 360, and 360 Global. Helterbran stayed with THG until July 2013. Hall
Response, at §22. After Helterbran left, and until December 2013 when he sold the firm, Hall

was again the firm’s sole partner. /d. Accordingly, he once again began serving as lead partner
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for all audits and reviews THG conducted after July 2013, including reviews for Surface
Coatings, Latitude 360, and 360 Global. Hall Response, at Y 19, 22, and 25.
THG Fails to Properly Perform EQRs for Multiple Engagements

The PCAOB inspected THG in 2013. Whipple Dec., at § 25 and Exhibit 24. In July of
2013, the PCAOB issued an Inspection Comment to the Hall Group, noting that the firm had not
complied with engagement quality review (“EQR”) requirements in recent engagements. /d.
Hall responded to the comment in a handwritten statement, stating “[w]e agree with the issue
noted above and are in process for negotiating an agreement with an outside CPA firm (PCAOB
registered) and will not issue any more reports until this is in place and have that firm perform
the appropriate review process.” Id. He also noted that the firm had recently conducted training
on EQRs. Id.

Despite these assurances, Hall admits that between July 2013 and December 2013, the
firm “did not have the staffing to perform EQRs on approximately 10 review engagements
performed during that time frame.” Hall Response, at § 19. This admission is further supported
by the firm’s documentation, which shows that Hall failed to obtain an EQR, or acted as both
engagement and EQR partner, for multiple audits and reviews during this time. Whipple Dec., at
9912, 14, 17-18, 23 and Exhibits 11, 13, 16-17, 22. Indeed, the work papers for THG’s audit
relating to the Seven Arts Form 10-K for the fiscal year ended June 30, 2013, included a
handwritten page entitled “Seven Arts Supervision / Review / Approval 6-30-13,” stating “The
Hall Group did not have access to an Engagement Quality reviewer for this audit. Therefore Mr.
Hall acted as Eng[agement] Quality Reviewer.” Whipple Dec., at § 17 and Exhibit 16. A few
months later, Hall again acted as both the engagement partner and engagement quality reviewer

for THG’s review of Seven Arts’ interim financial statements for the period ended September 30,
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2013. The work papers for this review included a handwritten note that says “The Hall Group
did not have access to a Partner Level Engagement Reviewer. We stand by our work.” Whipple
Dec., at 9 18 and Exhibit 17.

Hall Sells THG’s Assets and Joins DynaResource

In or around December 2013, Hall sold certain assets of THG to Thakkar CPA. Hall
Response, at 1, 19. As part of this transaction, Thakkar CPA issued a two-year promissory note
to THG with a face value of $313,516. Id. Hall assisted Thakkar CPA in retaining THG’s audit
clients, including DynaResource, who engaged Thakkar CPA. Hall Response, at §27. On April
15, 2014, DynaResource named Hall as its CFO. Id. As CFO, Hall was Thakkar CPA’s primary
contact on review issues. /d.

As DynaResource’s auditor, Thakkar CPA reviewed DynaResource’s interim financial
statements included in the company’s Forms 10-Q for the first three quarters of 2014. Hall
Response, at § 2, 28. In each of these filings, Hall signed the certifications required of a principal
financial officer under Rule 13a-14. Id. Thakkar CPA continued to serve as DynaResource’s
auditor until it resigned on March 5, 2015. Hall Response, at § 2, 28.

IV.
ARGUMENT AND AUTHORITY

A. Standard for Summary Disposition
Rule of Practice 250(a) permits a party, with leave of the hearing officer, to move for
summary disposition of any or all of the OIP’s allegations. 17 C.F.R. § 201.250(a). The
Administrative Law Judge may grant such a motion if there is no genuine issue of material fact
and the Division is entitled to summary disposition as a matter of law. 17 C.F.R. § 201.250(b).
Accord, In re Renert, Initial Decisions Rel. No. 254, 2004 § LEXIS 1579, at *3 (July 27, 2004);

In re Lorsin, Inc., Initial Decisions Rel. No. 250, 2004 § LEXIS 961, at *3 (May 11, 2004); In re
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Crowder, Initial Decisions Rel. No. 245, 2004 § LEXIS 205, at *4-5 (Jan. 30, 2004). As one

Administrative Law Judge explained:
By analogy to Rule 56 of the Federal Rules of Civil Procedure, a factual dispute between
the parties will not defeat a motion for summary disposition unless it is both genuine and
material. See Anderson v. Liberty Lobby, Inc., 477 U.S. 242, 247-48 (1986). Once the
moving party has carried its burden, ‘its opponent must do more than simply show that
there is some metaphysical doubt as to the material facts.” Matsushita Elec. Indus. Co. v.
Zenith Radio Corp., 475 U.S. 574, 586 (1986). The opposing party must set forth specific
facts showing a genuine issue for a hearing and may not rest upon the mere allegations or
denials of its pleadings. At the summary disposition stage, the hearing officer’s function is

not to weigh the evidence and determine the truth of the matter, but rather to determine
whether there is a genuine issue for resolution at a hearing,

See Anderson, 477 U.S. at 249; Edward Becker, Initial Decision Rel. No. 252, 2004 § LEXIS
1135, at *5 (June 3, 2004).

Summary disposition is particularly appropriate in a case such as this, where THG and Hall
admit many of the material facts and the plain language of their own documents establishes the
essential elements of the Division’s claims.

B. THG and Hall Lacked Independence as to at Least Three Clients

An accountant is not independent of an audit client if he performs the services of a lead
auditor for more than five consecutive years. 17 C.F.R § 210.2-01(c)(6)(1)(A)(1). Once a lead
partner reaches the five-year limit, they are not independent of an audit client if they perform the
services of a lead partner during the next five years. 17 C.F.R § 210.2-01(c)(6)(1)(B)(1). The
“lead partner” is the audit partner who has the primary responsibility for an audit or review.

17 C.F.R § 210.2-01(f)(7)(ii)}(A).

As he was the sole partner of THG from 2006 to February 2012, David Hall served as the
lead partner for Surface Coatings for the fiscal years ended 2006 through 2010; the lead partner
for Latitude 360 for the fiscal years ended 2005 to 2010; and the lead partner for 360 Global for

the fiscal years ended 2005 to 2009. Because he had served as lead partner for these clients for
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the five—year limit, Hall was prohibited from serving as lead partner again until 2015 for 360
Global and 2016 for Surface Coatings and Latitude 360. 17 C.F.R § 210.2-01(c)(6)()(B)(1).
But Hall acted as lead partner for the review engagements of these companies for the
periods ended June 30 and September 30, 2013. Hall Response, at § 19. Further, Hall admits
that he was THG’s sole partner from July 2013 until the firm’s assets were sold in or around
December 2013. Id. As the firm’s sole partner, he necessarily functioned as the lead partner at
the time the Forms 10-Q for the periods ended June 30 and September 30, 2013 were issued for
360 Global, Surface Coatings and Latitude 360. Because he acted as lead partner during the
prohibited five-year period, Hall was as a matter of law not independent of these clients.
17 C.F.R § 210.2-01(c)(6)(1)(B)(1).

C. THG and Hall Conducted Audits And Reviews That Were Not In Accordance With
PCAOB Standards

It is undisputed that THG and Hall conducted audits and reviews that did not comply
with PCAOB standards. Auditing Standard No. 7, Engagement Quality Review (“AS 7),
requires an auditor to obtain an engagement quality review (“EQR”) and concurring approval to
issue the engagement report for each audit and interim review engagement.' AS 7,9 1.
Additionally, AS 7 states that “[a]n engagement quality reviewer from the firm that issues the
engagement report (or communicates an engagement conclusion, if no report is issued) must be a
partner or another individual in an equivalent position.” AS 7,9 3. Among other things, an
engagement quality reviewer must be competent, i.e., must possess the level of knowledge and
competence related to accounting, auditing and financial reporting required to serve as the
engagement partner on the engagement under review. AS 7,4 5. Additionally, an engagement

quality reviewer must maintain objectivity and perform the engagement quality review with

! AS 7 is effective for audits and interim reviews for fiscal years beginning on or after December 15, 2009.
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iptegrity. AS 7,9 6. To maintain objectivity, the engagement quality reviewer should not make
decisions on behalf of the engagement team or assume any of the responsibilities of the
engagement team. AS 7,9 7. It is therefore axiomatic that the engagement partner cannot also
act as the EQR partner on an audit or review.

Hall was well aware of, yet repeatedly failed to follow, these requirements. The PCAOB
inspected THG in 2013 and issued a comment that an improper engagement quality reviewer had
performed EQRs during the reviewed period. Whipple Dec., at § 25 and Exhibit 24. In a
response to the PCAOB, Hall confirmed in writing that THG “w[ould] not issue any more
reports” (emphasis added) until it completed arrangements with an outside firm to perform the
EQRs. Id. Contrary to Hall’s representation, he knowingly disregarded the PCAOB standards
and failed to obtain an EQR for any of the firm’s review and audit engagements for fiscal periods
ended June 30 and September 30, 2013—engagements conducted after his written representation
to the PCAOB. Hall Response, at §19. On the 2013 audit for Seven Arts, Hall added a memo to
the audit file stating, in part, “The Hall Group did not have access to an Engagement Quality
Reviewer for this audit. Therefore, Mr. Hall acted as Eng[agement] Quality Reviewer.” Whipple
Dec., at § 17 and Exhibit 16. In the first quarter fiscal year 2014 review for this same client, Hall
did not sign off as the EQR partner but added a memo to the file reiterating that “The Hall Group
did not have access to an Engagement Quality Reviewer” and concluded by stating “[w]e stand
by our work.” Whipple Dec., at § 18 and Exhibit 17. And on the 2012 audit for Medient Studios,
Hall signed the work papers as both the engagement partner and the EQR partner. Whipple Dec.,

at J 14 and Exhibit 13.
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Because THG and Hall failed to obtain proper EQRs for multiple audits and reviews in
2013, THG and Hall as a matter of law conducted audits and reviews that were not in accordance
with PCAOB standards.

D. While CFO of DynaResource, Hall Allowed Its Interim Financial Statements to Be
Reviewed by an Accountant That Lacked Independence

Rules 2-01(c)(1) and 2-01(c)(3) of Regulation S-X state, in part, that an accountant is not
ind.ependent when the accounting firm has any loan to or from or certain business relationships
with an audit client’s officers. 17 C.F.R. § 210.2-01(c)(1)(ii)(A), (c)(3). Because of the
promissory note between Thakkar CPA and Hall, Thakkar CPA was not independent of
DynaResource as a matter of law after Hall became DynaResource’s CFO on April 15, 2014, a
fact which Hall admits. Hall Response, at § 19. Despite their lack of independence, Hall not
only helped Thakkar CPA obtain DynaResource as an audit client, but he also permitted Thakkar
CPA to review the company’s interim financial statements for the first three quarters of 2014.
Hall Response, at Y 27-28.

E. THG Willfully Violated, and Hall Willfully Aided and Abetted and Caused THG’s
Violations of, Rule 2-02(b)(1) of Regulation S-X

Rule 2-02(b)(1) of Regulation S-X requires an accountant's report to state “whether the
audit was made in accordance with generally accepted auditing standards.” 17 C.F.R. § 210.2-
02(b)(1). Thus, an auditor violates Rule 2-02(b)(1) if it issues a report stating it has conducted its
audit in accordance with PCAOB standards when it has not.

THG issued, and Hall approved the issuance of, accountants’ reports for Medient Studios,
Inc. for the fiscal year ended December 31, 2012, and Seven Arts Entertainment, Inc. for the

fiscal year ended June 30, 2013. Whipple Dec., at §{ 13, 15 and Exhibits 12, 14. These reports

2 «References in Commission rules and staff guidance and in the federal securities laws to GAAS or to specific
standards under GAAS, as they relate to issuers, should be understood to mean the standards of the PCAOB plus any
applicable rules of the Commission.” See SEC Release No. 34-49708 (May 14, 2004).

Re: In the Matter of David S. Hall, P.C. d/b/a The Hall Group Page 9
Division of Enforcement’s Motion for Partial Summary Disposition



state that THG conducted its audits in accordance with PCAOB standards. These statements
were false. As shown above, Hall knew that he needed to obtain an EQR for these two audits; he
had recently confirmed in writing to the PCAOB that he would comply with AS 7, but admits he
failed to do so; and he knowingly acted as both the engagement partner and the engagement
quality reviewer for these two audits. Therefore, these audits were not conducted in accordance
with PCAOB standards. As a result, THG willfully violated, and Hall willfully aided and abetted
and caused THG’s violations of, Rule 2-02(b)(1).

F. THG and Hall Caused Issuers to Violate Section 13(a) of the Exchange Act and
Rules 13a-1 and 13a-13 Thereunder

Section 13(a) of the Exchange Act and Rulés 13a-1 and 13a-13 thereunder require issuers
to file annual and quarterly reports with the Commission. 17 C.F.R §§ 240.13a-1, 13a-13. Form
10-K is the standard form for annual reports, while Form 10-Q is the standard form for quarterly
reports. See 17 C.F.R § 249.310 (10-K), 249.308(a) (10-Q). Both forms require that the
financial statements included therein comply with Regulation S-X. See Item 8, Form 10-K; Item
1, Form 10-Q.

For annual reports, Regulation S-X requires that an accountant’s report (defined in 17
C.F.R. § 210.1-02(a) as a document in which an independent public or certified accountant sets
forth certain information) state whether the audit was made in accordance with PCAOB
standards. 17 C.F.R. § 210.2-02(b)(1). For quarterly reports, Regulation S-X requires that the
interim financial statements included in the report be reviewed by an independent public
accountant in accordance with PCAOB standards. 17 C.F.R. § 210.10-01(d). Accordingly, if an
audit or review is not conducted by an independent auditor or is not conducted in accordance
with PCAOB standards, the Form 10-K or Form 10-Q does not comply with Regulation S-X and

violates Section 13(a) and Rules 13a-1 and 13a-13 thereunder.
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As shown above, Hall’s violations of the Commission’s partner rotation requirements
caused THG to not be independent for at least three of its review clients for the periods ended
June 30 and September 30, 2013. Additionally, Hall admits that THG failed to obtain EQRs for
at least 10 review engagements between July and December 2013, which means that each of
these reviews were not conducted in accordance with PCAOB standards. Further, the audit work
papers show that Hall failed to obtain a proper EQR for at least two audits: Medient Studios for
the fiscal year ended December 31, 2012, and Seven Arts Entertainment for the fiscal year ended
June 30, 2013. As a result, these audits also were not conducted in accordance with PCAOB
standards.

THG issued these accountant’s reports and falsely stated that it conducted its audits in
accordance with PCAOB standards. Accordingly, issuers were not compliant with Section 13(a)
and Rule 13a-1 thereunder when they incorporated THG’s false accountant’s reports into their
Forms 10-K. Similarly, THG failed to conduct its reviews of interim financial statements in
accordance with PCAOB standards. These issuers were not compliant with Rule 13a-13 when
they included in the Forms 10-Q interim financial statements that THG failed to review in
accordance with PCAOB standards. As a result, THG and Hall caused issuers to violate Section
13(a) of the Exchange Act and Rules 13a-1 and 13a-13 thereunder.

G. Hall Caused DynaResource to Violate Section 13(a) of the Exchange Act and Rule
13a-13 Thereunder and Directly Violated Rule 13a-14 of the Exchange Act.

As shown in Section I11.D above, because Hall, as DynaResource’s CFO, had a
promissory note with Thakkar CPA, the firm was as a matter of law not independent from
DynaResource. See 17 C.F.R. § 210.2-01(c)(1)(i1)(A), (c)(3). Regulation S-X requires that all
interim financial statements “must be reviewed by an independent public accountant using

professional standards and procedures for conducting such reviews.” 17 C.F.R. § 210.10-01(d)
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(emphasis added). DynaResource retained Thakkar CPA to perform these required reviews for
the first three quarters of 2014. But, because Thakkar CPA was not independent, DynaResource
did not comply with the requirement that the review be conducted by an independent accountant.
As discussed in Section IILF above, if a quarterly filing does not comply with Section 10-01,
then it is not a proper filing under Form 10-Q and thus is a violation of Section 13(a) and Rule
13a-13 as to that quarter. Accordingly, DynaResource violated Section 13(a) of the Exchange
Act and Rule 13a-13 thereunder for the periods ended March 31, June 30, and September 30,
2014. And Hall caused this violation. He not only assisted Thakkar CPA in obtaining the work
as DynaResource’s auditors, but he also was the primary contact on the review-related issues for
the relevant periods. Hall Response, at Vﬁl 27.

Hall’s use of Thakkar CPA for the 2014 reviews not only resulted in his causing
DynaResource to violate Section 13(a) and Rule 13a-1, it also resulted in his violation of Rule
13a-14 of the Exchange Act. Rule 13a-14 requires each report filed on Form 10-Q and 10-K
under Section 13(a) to include certifications signed by each principal executive and principal
financial officer of the issuer, or persons performing similar functions. Paragraph 2 of the
certification requires certifying officers to confirm that, based on their knowledge, the “report
does not contain any untrue statement of a material fact or omit to state a material fact necessary
to make the statements made, in light of the circumstances under which such statements were
made, not misleading with respect to the period covered by [the] report.” Item 601(b)(31) of
Regulation S-K, 17 C.F.R. § 229.601(b)(31). Hall signed these certifications as DynaResource’s
CFO for each of DynaResource’s 2014 Forms 10-Q. Hall Response, at 9 28.

Because Thakkar CPA was not independent of DynaResource when it conducted the

interim reviews in 2014, Thakkar CPA did not conduct the reviews in accordance with PCAOB
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standards. By failing to disclose that the interim financial statements were not reviewed by an
independent auditor in accordance with PCAOB standards, the Forms 10-Q contained a material
omission “necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading . . . .” Hall’s certifications for each of
DynaResource’s 2014 Forms 10-Q were therefore false. And Hall knew they were false: he
knew that the interim financial statements had to be reviewed by an independent auditor; he
knew that Thakkar CPA was performing the reviews; he knew that he was an officer of
DynaResource; and he knew that he had a promissory note with Thakkar CPA. As a result, Hall
willfully violated Rule 13a-14 of the Exchange Act by signing false certifications.
H. Cease-and-Desist Sanctions are Appropriate

The Commission may impose a cease-and-desist order pursuant to Section 21C(a) of the
Exchange Act if it finds that any person is violating, has violated, or is about to violate any rule
or regulation. 15 U.S.C. § 78u-3(a). Whether there is some reasonable likelihood of such
violations in the future must be considered. See KPMG Peat Marwick LLP, Admin. Pro. No. 3-
9500, 2001 WL 47245 *1 (S.E.C.) (January 19, 2001).> When considering whether to issue a
cease-and-desist order, the Commission considers “the egregiousness of the defendant’s actions,
the isolated or recurrent nature of the infraction, the degree of scienter involved, the sincerity of
the defendant’s assurances against future violations, the defendant’s recognition of the wrongful
nature of his conduct, and the likelihood that his occupation will present opportunities for future
violations,” collectively referred to as the “Steadman factors.” Steadman v. SEC, 603 F. 2d

1126, 1140 (5th Cir. 1979), aff’d. on other grounds, 450 U.S. 91 (1981); KPMG Peat Marwick,

3KPMG, 2001 SEC LEXIS 98 , (“though ‘some’ risk is necessary, it need not be very great to warrant issuing a
cease-and-desist order. Absent evidence to the contrary, a finding of violation raises a sufficient risk of future
violation.”).
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74 SEC Docket 357 (2001), aff’d sub nom. KPMG, LLP v. SEC, 289 F.3d 109 (D.C. Cir. 2002)
(applying Steadman factors to cease-and-desist proceedings).

All of the Steadman factors weigh in favor of ordering THG and Hall to cease and desist
from violating, or causing violations of, Rule 2-02(b)(1) of Regulation S-X and Section 13(a) of
the Exchange Act and Rules 13a-1 and 13a-13 thereunder and ordering Hall to cease and desist
from violating, or causing violations of , Rule 13a-14 of the Exchange Act. THG and Hall’s
actions were clearly egregious and recurrent: they knowingly and repeatedly conducted audits
and reviews that failed to comply with PCAOB standards which they knew would be included in
the issuers’ Commission filings. The indisputable facts here do not reflect a one-time lapse in
memory or an isolated, inadvertent oversight, but rather a pattern of repeated and intentional
violations of the law for which they profited.

Additionally, THG and Hall acted with a high degree of scienter, having been notified by
the PCAOB that they were violating PCAOB standards. Given Hall’s repeated notifications of
misconduct, and his continual failure to obtain required EQRs despite his written—yet hollow—
assurances that he would not continue to violate these provisions, THG’s and Hall’s actions
present a high likelihood for the continual flouting of the securities laws and rules governing
public accountancy. Indeed, Hall is still a licensed CPA, and continues to threaten the integrity
of the Commission’s forum and process. And while THG is not currently registered with the
PCAOB, it remains a legal entity that could be used by Hall or sold to others to again enter the
public accounting business. Furthermore, THG and Hall have offered no assurances against
future violations, expressed no remorse, accepted no responsibility for their actions, or even

recognized the wrongful nature of their conduct.
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For all of these reasons, and because there are no material facts in dispute, the Court
should order THG and Hall to cease and desist from violating, or causing violations of, Rule 2-
02(b)(1) of Regulation S-X and Section 13(a) of the Exchange Act and Rules 13a-1 and 13a-13
thereunder and order Hall to cease and desist from violating, or causing violations of , Rule 13a-
14 of the Exchange Act.

I. THG and Hall should be penalized

Section 21B(a)(2) of the Exchange Act authorizes the Commission to impose civil money
penalties in any proceeding, such as this one, instituted under Section 21C of the Exchange Act
where the Commission finds that a person is has violated, or caused the violation of, any provision
of the Exchange Act or the rules and regulations issued thereunder.

In considering whether a penalty is in the public interest, the Commission may consider six
factors: (1) fraud; (2) harm to others; (3) unjust enrichment; (4) previous violations; (5) deterrence;
and (6) such other matters as justice may require. See Sections 21B(c) of the Exchange Act, New
Allied Dev. Corp., Exchange Act Release No. 37990 (Nov. 26, 1996), 52 S.E.C. 1119, 1130 n.33;
First Sec. Transfer Sys., Inc., 52 S.E.C. 392, 395-96 (1995); see also Jay Houston Meadows,
Exchange Act Release No. 37156 (May 1, 1996), 52 S.E.C. at 787-88, aff'd, 119 F.3d 1219 (5th
Cir. 1997); Consol. Inv. Servs., Inc., 52 S.E.C. 582, 590-91 (1996).

Penalties against THG and Hall are appropriate and should be imposed due to the brazen
and repeated nature of THG and Hall’s misconduct. THG and Hall were entrusted by issuers and
users of financial information—including investors—to act as important gatekeepers and
safeguards to ensure the integrity and accuracy of information filed with the Commission. THG
and Hall, rather than identifying and preventing violations of the federal securities laws,

substantially assisted and perpetuated violations. Indeed, the undisputable evidence shows that
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THG and Hall knew that they needed to comply with the partner rotation and EQR requirements,
but they deliberately failed to do so. Significant penalties are warranted here to both penalize THG
and Hall for their actions, but also to deter them from future bad acts.

The federal securities laws establish a three-tiered system of civil penalties, setting three
levels of maximum monetary penalties, depending upon the gravity of the violation. The Division
requests that Respondents be ordered to pay second-tier penalties, without specifying dollar
amounts or units of violation. A second-tier penalty is appropriate because THG and Hall’s
violative acts involved the deliberate or reckless disregard of a regulatory requirement. See Section
21B(b)(2) of the Exchange Act. Under this provision, for each violative act or omission, the
maximum second-tier penalty the Court may order is $80,000 for Hall and $400,000 for THG. See
15 U.S.C. 78u-2(b)(2); 17 C.F.R. § 201.1005 (Adjustment of civil money penalties). The Division
does not recommend a specific penalty amount. Rather, the Division asks the Court to use its
discretion to impose civil penalties in appropriate amounts against THG and Hall.

J. THG and Hall Should Be Barred from Appearing or Practicing Before the
Commission

Rule of Practice 102(e) is the primary tool available to the Commission to preserve the
integrity of its processes and ensure the competence of the professionals who appear and practice
before it. In the Matter of Michael C. Pattison, CPA, 2012 SEC LEXIS 2973, 15-16 (SEC 2012)
(citing Marrie v. SEC, 374 F.3d 1196, 1200 (D.C. Cir. 2004) (stating that Rule 102(e) “is
directed at protecting the integrity of the Commission's processes, as well as the confidence of
the investing public in the integrity of the financial reporting process™). Section 4C(a)(2) and (3)
and Rule 102(e)(1)(ii) and (iii) both provide that the Commission may “censure any person, or
deny, temporarily or permanently,” the privilege of appearing or practicing before the

Commission in any way if that person is found to have engaged in “improper professional
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conduct” or “to have willfully violated, or willfully aided and abetted the violation of, any
provision of the securities laws or the rules and regulations issued thereunder.”
1. THG and Hall Engaged in Improper Professional Conduct
Rule 102(e) and Section 4C define improper professional conduct as: “[a] single instance

of highly unreasonable conduct that results in a violation of applicable professional standards in
circumstances in which the registered public accounting firm or associated person knows, or
should know, that heightened scrutiny is warranted; [or] [r]epeated instances of unreasonable
conduct, each resulting in a violation of applicable professional standards, that indicate a lack of
competence to practice before the Commission.” Exchange Act § 4C(b)(2); Rule 102(e)(1)(@iv).
“The term ‘repeated’ may encompass as few as two separate instances of unreasonable conduct
occurring within one audit.” Rule 102(e) Release, 57,169, quoted approvingly in Kevin Hall,
CPA and Rosemary Meyer, CPA, Rel. No. 61162, AAER No. 3080 (December 14, 2009).
“Because of the importance of an accountant’s independence to the integrity of the financial
reporting system, the Commission has concluded that circumstances that raise questions about an
accountant’s independence always merit heightened scrutiny.” Amendment to Rule 102(e) of the
Commission’s Rules of Practice, 63 Fed. Reg. 57,164 - 67 (Oct. 26, 1998). The Commission has
defined the “highly unreasonable” standard as:

an intermediate standard, higher than ordinary negligence but

lower than the traditional definition of recklessness used in cases

brought under Section 10(b) of the Exchange Act and Rule 10b-5

of the Exchange Act. The highly unreasonable standard is an

objective standard. The conduct at issue is measured by the degree

of the departure from professional standards and not the intent of
the accountant.

4 According to Rule of Practice 102(f), “practicing before the Commission” includes, but is not be limited to,
“[t]ransacting any business with the Commission,” and “[t]he preparation of any statement, opinion or other paper
by any attorney, accountant, engineer or other professional or expert, filed with the Commission in any registration
statement, notification, application, report or other document with the consent of such attorney, accountant, engineer
or other professional or expert.” 17 C.F.R. § 201.102(f).
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Id. at 57,167; see also In the Matter of Ernst & Young LLP, Admin. Proc. File No. 3- 10933,
SEC Initial Decision Release No. 249, at 60 (Apr. 16, 2004). Unlike the “highly unreasonable”

(3133

standard, when considering “‘[r]epeated instances of unreasonable conduct’...[t]he term
‘unreasonable’...connotes an ordinary or simple negligence standard.” Id.at 57,164, 57,169.

As noted above, THG and Hall failed to conduct numerous audit and review engagements
in accordance with PCAOB standards. THG and Hall’s intentional disregard for complying with
PCAOB standards is most clearly evidenced by Hall knowingly representing to the PCAOB that
he would comply with the PCAOB’s engagement quality review requirements and then, only
days later, failing to obtain an engagement quality review by a qualified reviewer for any of the
firm’s review and audit engagements for fiscal periods ended June 30 and September 30 as
required under AS 7. Hall Response, at § 19. This continual misconduct qualifies as repeated
instances of at least negligent conduct. Additionally, Hall’s actions constitute multiple instances
of highly unreasonable conduct when he impaired the firm’s independence by serving as the lead
engagement partner for the second and third quarter 2013 reviews for Surface Coatings, Latitude

360, and 360 Global.

2. THG and Hall Willfully Violated the Federal Securities Laws

Rule 102(e)(1)(iii) and Section 4C(a)(3) also authorize the Commission to censure or
temporarily or permanently bar accountants who willfully violate, or willfully aid and abet a
violation of, any provision of the federal securities laws. “Willfully” means intentionally
committing the act that constitutes the violation. There is no requirement that the actor also be
aware the he is violating a rule or statute. See Wonsover v. SEC, 205 F.3d 408, 414-15 (D.C. Cir.

2000); Tager v. SEC, 344 F.2d 5, 8 (2d Cir. 1965). As shown above, THG willfully violated, and
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Hall willfully aided and abetted The Hall Group's violations of, Rule 2-02(b)(1) of Regulation
S-X.
3. A Permanent Bar is Appropriate

THG and Hall’s highly unreasonable conduct, repeated instances of unreasonable
conduct, and willful violations, or aiding and abetting violations of;, the federal securities laws,
demonstrate that they are incompetent and undeserving to practice before the Commission. See
U.S. v. Arthur Young & Co., 465 U.S. 805, 817-18 (1984) (accountant who disregards
professional obligations lacks competence to discharge “’public watchdog’ function®”
demanding “total independence from the client at all times™). Notwithstanding his unsuitability
to practice before the Commission, Hall is still a licensed CPA, and he poses a continuing threat
to the Commission’s processes and to the investing public. See In re Marrie, Securities Act Rel.
No. 1823, Exchange Act Rel. No. 48246, 80 SEC Docket 2163, 2003 WL 21741785 * 19 & n.51
(July 29, 2003) (accountants who are “actively licensed CPAs create a significant risk that they
may return to that profession and again conduct audits of public companies™). Thus, under the
Steadman factors, discussed in Section IV.H above, THG and Hall should be permanently barred
from appearing before the Commission in accordance with Section 4C(a)(2) and (3) of the

Exchange Act and Rules of Practice 102(e)(1)(ii) and (iii).’

% Respondents cannot in good faith argue that Rule 102(e) sanctions are “punitive,” as to do so would place undue
emphasis on the implications for Hall’s own career. See Decker v. SEC, 631 F.2d 1380, 1384 (10™ Cir. 1980) (SEC
disciplinary actions are “remedial in character, with the primary function of protecting the public,” even though they
“portend serious consequences for the individuals involved™). Indeed, if sanctions were to be viewed from a
subjective perspective, every sanction could constitute a “penalty.” See Johnson v. SEC, 87 F.3d 484, 488 (D.C. Cir.
1996) (adopting “objective” standard, since “‘even remedial sanctions carry the sting of punishment’”). Thus,
102(e) sanctions, including those sought to be imposed against Respondents are remedial.
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K. THG and Hall’s Affirmative Defenses Do Not Prevail

THG and Hall assert four affirmative defenses in this proceeding. First, THG and Hall
allege that this proceeding is “barred in whole or in part by the doctrines of judicial estoppel, res
judicata, claim or issue preclusion, equitable estoppel, collateral estoppel, and accord and
satisfaction and settlement” based on a settlement that THG and Hall entered into with the
PCAOB: In re The Hall Group, CPAs and David S. Hall, CPA, PCOAB Release No. 105-2016-
015 (April 26, 2016). But this proceeding involves different parties, different conduct, different
causes of action, and different remedies than the PCAOB’s proceeding. Accordingly, this
proceeding is not barred. See Apotex, Inc. v. Food & Drug Admin., 393 F.3d 210, 217 (D.C.Cir.
2004) (“[A] judgment on the merits in a prior suit bars a second suit involving identical parties
or their privies based on the same cause of action.”).

THG and Hall also raise the affirmative defenses of the statute of limitations and
retroactive application of the laws. Neither of these apply. This proceeding does not seek relief
related to any conduct prior to 2013 or under any law that was not effective as of the date of the
relevant conduct.

Finally, THG and Hall allege that this proceeding is unconstitutional because it has been
“brought as an administrative proceeding before judges who have not been properly
appointed ....” To the extent THG and Hall are raising a challenge under the Appointments
Clause, the Commission has soundly rejected that argument. Raymond J. Lucia Cos., Inc.,
Exchange Act Release No. 75837, 2015 SEC LEXIS 3628, at *76-90 (Sept. 3, 2015), appeal
pending, No. 15-1345 (D.C. Cir.); accord Timbervest, LLC, Investment Advisers Act of 1940
Release No. 4197, 2015 SEC LEXIS 3854, at *89-104 (Sept. 17, 2015), appeal pending, No. 15-

1416 (D.C. Cir.); David F. Bandimere, Securities Act of 1933 Release No. 9972, 2015 SEC
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LEXIS 4472, at *74-86 (Oct. 29, 2015), appeal pending, No. 15-9586 (10 Cir.). And THG and
Hall identify no other grounds for the alleged due process and equal protection violations.

V.
CONCLUSION

For the foregoing reasons, the Division respectfully requests that its motion for summary
disposition be granted, and that an order issue

(a) requiring David S. Hall, P.C. d/b/a The Hall Group CPAs and David S. Hall to cease
and desist from committing or causing any violation or any future violation of Rule 2-
02(b)(1) of Regulation S-X and Section 13(a) of the Exchange Act and Rules 13a-1
and 13a-13 thereunder;

(b) requiring David S. Hall to cease and desist from committing or causing any violation
or any future violation of Rule 13a-14 of the Exchange Act;

(c) requiring David S. Hall, P.C. d/b/a The Hall Group CPAs to pay a civil penalty of not
more than $400,000 per violation, in an amount to be determined by the Court;

(d) requiring David S. Hall to pay a civil penalty of not more than $80,000 per violation,
in an amount to be determined by the Court; and

(e) permanently barring David S. Hall, P.C. d/b/a The Hall Group CPAs and David S.
Hall from appearing or practicing before the Commission pursuant to Sections
4C(a)(2) and 4c(a)(3) of the Exchange Act and Rules of Practice 102(e)(1)(ii) and

102(e)(1)(iii).
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UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

ADMINISTRATIVE PROCEEDING
File No. 3-17228

In the Matter of

David S. Hall, P.C. d/b/a The Hall
Group CPAs,

David S. Hall, CPA,

Michelle L. Helterbran Cochran, CPA,
and

Susan A. Cisneros

Respondents.

DECLARATION OF DAVID D. WHIPPLE IN SUPPORT OF
DIVISION OF ENFORCEMENT’S MOTION FOR SUMMARY DISPOSITION

DAVID D. WHIPPLE, pursuant to 28 U.S.C. § 1746, declares:

1. I am counsel with the Division of Enforcement (“Division”) of the
Securities and Exchange Commission (“Commission”), and co-counsel for the Division
in the above-captioned administrative proceeding. I submit this Declaration in support of
the Division’s Motion for Summary Disposition (“Motion”).

2. Attached hereto as Exhibit 1 is a true copy of an excerpted Form 10-KSB
for the fiscal year ended December 31, 2005, filed with the Commission by 360 Global
Wine Company on March 31, 2006.

3. Attached hereto as Exhibit 2 is a true copy of an excerpted Form 10-KSB
for the fiscal year ended December 31, 2006, filed with the Commission by 360 Global

Wine Company on May 21, 2007.



4. Attached hereto as Exhibit 3 is a true copy of an excerpted Form 10-K for
the fiscal year ended December 31, 2007, filed with the Commission by 360 Global
Investments oh October 3, 2012.

5. Attached hereto as Exhibit 4 is a true copy of an excerpted Form 10-K for
the fiscal year ended December 31, 2008, filed with the Commission by 360 Global
Investments on January 4, 2013.

6. Attached hereto as Exhibit 5 is a true copy of an excerpted Form 10-K for
the fiscal year ended December 31, 2009, filed with the Commission by 360 Global
Investments on January 11, 2013.

7. Attached hereto as Exhibit 6 is a true copy of an excerpted Form SB-1/A
Registration Statement filed with the Commission by Kingdom Koncrete, Inc. on July 12,
2007.

8. Attached hereto as Exhibit 7 is a true copy of an excerpted Form 10-K for
the fiscal year ended December 31, 2007, filed with the Commission by Kingdom
Koncrete, Inc. on April 11, 2008.

9. Attached hereto as Exhibit 8 is a true copy of an excerpted Form 10-K for
the fiscal year ended December 31, 2008, filed with the Commission by Kingdom
Koncrete, Inc. on March 30, 2009.

10.  Attached hereto as Exhibit 9 is a true copy of an excerpted Form 10-K for
the fiscal year ended December 31, 2009, filed with the Commission by Kingdom

Koncrete, Inc. on March 5, 2010.



11.  Attached hereto as Exhibit 10 is a true copy of an excerpted Form 10-K
for the fiscal year ended December 31, 2010, filed with the Commission by Kingdom
Koncrete, Inc. on February 1, 2011.

12.  Attached hereto as Exhibit 11 is a true copy of The Hall Group’s
Supervision, Review and Approval Form for its review of Kingdom Koncrete, Inc.’s
interim financial statements for the period of June 30, 2013.

13.  Attached hereto as Exhibit 12 is a true copy of an excerpted Form 10-K
for the fiscal year ended December 31, 2012, filed with the Commission by Medient
Studios, Inc. on April 16, 2013.

14.  Attached hereto as Exhibit 13 is a true copy of The Hall Group’s
Supervision, Review and Approval Form for its audit of Medient Studios, Inc.’s fiscal
year ended December 31, 2012.

15.  Attached hereto as Exhibit 14 is a true copy of an excerpted Form 10-K
for the fiscal year ended June 30, 2013, filed with the Commission by Seven Arts
Entertainment, Inc. on October 15, 2013.

16.  Attached hereto as Exhibit 15 is a true copy of an excerpted Form 10-K/A
for the fiscal year ended June 30, 2013, filed with the Commission by Seven Arts
Entertainment, Inc. on October 21, 2013.

17.  Attached hereto as Exhibit 16 is a true copy of a hand-written audit
workpaper titled, “Seven Arts Supervision, Review and Approval” for the fiscal year

ended June 30, 2013.



18.  Attached hereto as Exhibit 17 is a true copy of a hand-wﬁﬁen audit
workpaper titled, “Seven Arts Supervision, Review and Approval” for the quarter ended
September 30, 2013.

19.  Attached hereto as Exhibit 18 is a true copy of an excerpted Form S-1/A
Registration Statement filed with the Commission by Surface Coatings, Inc. on
September 17, 2008.

20.  Attached hereto as Exhibit 19 is a true copy of an excerpted Form 10-K
for the fiscal year ended December 31, 2008, filed with the Commission by Surface
Coatings, Inc. on March 31, 2009.

21.  Attached hereto as Exhibit 20 is a true copy of an excerpted Form 10-K
for the fiscal year ended December 31, 2009, filed with the Commission by Surface
Coatings, Inc. on March 30, 2010.

22.  Attached hereto as Exhibit 21 is a true copy of an excerpted Form 10-K
for the fiscal year ended December 31, 2010, filed with the Commission by Surface
Coatings, Inc. on March 7, 2011.

23.  Attached hereto as Exhibit 22 is a true copy of Surface Coatings, Inc.’s
Supervision, Review and Approval Form for June 31, 2013 [sic].

24.  Attached hereto as Exhibit 23 is a true copy of The Hall Group letter dated
November 20, 2012 to the Public Company Accounting Oversight Board.

25.  Attached hereto as Exhibit 24 is a true copy of Public Company
Accounting Oversight Board Inspection Comment Form for The Hall Group dated July

15, 2013.



I declare under penalty of perjury that the foregoing is true and correct.

Executed on June 30, 2016.

o W

David D. Whipple
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-KSB

Xl ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2005
OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

Commission File number 0-50092

360 GLOBAL WINE COMPANY

(Name of Small Business Issuer in Its Charter)

NEVADA —
(State or otherju:rgda:lqg:go:f;mcorpomuon or (I.R.S. employer identification number)
One Kirkland Ranch Road
Napa, CA
(Address of principal executive offices) (Zip Code)

Issuer’s telephone numbser, including area code: 